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e enclosed Policy Information Statement—sforwarded to the Post
‘, as outlined in Foreign Service Cireular No. 49, November 18,
“ 1953—1s also being transmitted to USIA and other interestea agencies
: in Washington for their information and guidance. You ere requested
to reke it availsble to appropriate officers of USIS and other inter-
osted U.S. agencles assigned to your Post. ShE R
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I Instructions regarding USIS t.reatmeht of this subject will
.issued, as required, by USIA Washington, I
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(Supplants Policy Information State

. (CONFIDEWTIAL) Although the U.S. is
“not changing its policy of favoring stronger controls
" on free-world trade with Commnist China than on trade
with the Furopean Soviet bloc, we rre rweparing to ' '
modify the irplemsntation of that rcilcy. This will ’

frobably lead to soms reductlons in the rultilateral

China embargo list, Tiascussicns with our aliles have

begun, Our new position has not bsen publicly defined,

though it has become known that sore policy change is

under very active eomsideration, 1t 1s important to

bear in mind that U.S. besie poiicic: on security trade

controls have not chenged, and thst the U,C. 1s not
- : ing to change its own total erbargo on trade with

. Commmmist China. (NOTE: For purpoces of the trade

I eontrol system, North Kores and Herth Vietnam are

treated the same as Commmist China.)

ment E-58 of Dec.

4 % %

I. BACKGROUND S
(URCLASSIFIED) 1., Fifteen governments informally coardinate their seeurity
trade eontrols at Paris in the Coordinating Committee (cocoM) and the Chima '
Committee (CHINCOM), These are working committees, subordinate to the ministe-
rial-level Consultative Group(CG). The 15 countries are the NATO countries mims
Iceland, plus Japan. SR .

2, During the Korean Wer the erbargo 1ist for Communist China was eonsider-
ably expanded over that for the European Soviot bioc, Then, in August 1954, a
substantial reduction was made in the number o ‘iems agreed for embargo to the
Soviet bloe in Burope. No changes wers made in the controls ever trade-
with Commmnist China; thus the existing differential between the COCOM eontrols
snd the CHINCOM controls was vidensd et thet time., . e s
. - | . 3. The
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3. The U.K., Japan, and certain other countriss have been inereasingly :
anxious to reduce the China controls to the same basis as the COCOM eomtrols. .
The U.S., which itself permits no trade at all with Commmist China, has been R
umwillirg to see axy reduction in intsrnational economic and political pressures
"on the Chinese Cossmmists, vho, as flagrant aggressors, have not earned a re

in no proposals scceptable to other countrise.
- of other countries began making increased use of the existing CHINCOM “exveptions
,® which permits shipments of oerta

oumstances, (EW UNCLASSIFIED )
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' (SECRET) 5. After months of study and discussion, the U.S. Covermment om
. . March 8, 1957 sdopted a revised economic defense policy — subject, however, to

~ : discussion with appropriste members of Congress and a repert to the President on
.. these discussione. This policy basically reaffirms the existing East-lest trade
" poliey in most respects. The principal change relates to mmltilateral China

" eomtrols. It was deecided to seek to maintaln offective intermstional cmtrols

on trade with the Chinese Commmists at e level above that on trade with the
Soviet bloc in Europe. That is, it wves deoided to seek to cbtain mltilateral
' _ugrommwoontimcnbcgougtocmmmniat%m.nthmiumwhiehm _

" are on the "quantitative control” and “"surveillance" COCOM lists, i.e., two of
the strategie lists applicable to the European Soviet bloe. However, as to the
Consolidated Chima Specisl List — wvhich is & list of 207 additional items novw
m»&tocm.stchimbntmtcomolhd umwtothonnropunw
bloc — it vas deeided to offer these itere for deeontrol except those items
wvhich ean be justified as being sufficiently strategic to varrant their gddition
to one of the COCOM lists (with eontimued erbargoe to
pouey-.llo;roviduthatthou.s. total embarge over its owm
punist Chima will not be changed. (msmg . ‘

n K B

(OFFICIAL USE ONLY) 6. The Bermmda talks of March 21~23 (Eisenhower-

‘.,Mumﬂ.'lanandnnnu-l.lqd) took place before the Congreesional discussions
.. were completed. The British raised the China trade question. They were in-
,-fumodthnttht!l.&mstudyimﬂmmttorandmmwdbmtydmm

avmtomtthcmmwm,andthatnmawyﬂ@humha
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definite position., Secretery Dullses told this to ‘correspondents in two bas
ground press conferences at Bermada, and acdod certain other remarks on the
‘general situation., The text of his background remarks was sent to certain post
.?Circular Telegram 785, March 29, 1957) with permission to make 1t available to
‘trustvorthy reporters, not for attribution to the Secretary or the U.S. Govern~ .

‘memt, (END OFFICIAL USE ORLY) -

" (UNCLASSIFIED) 7. On April 9, the discussions with appropriate merbers of
Congress were completed. On the save day, Lincoln Whits, State Department press
‘ghief, told reporters in s public statement: "Now this meeting with Congressional
‘leaders was to discuss with them some of the problsms regarding mltilateral con~
trols on trade with Red China that had been reised by our allies, There was ne
discussion of the United States position which embargoes all trade betwsen the
United States end Cormunist Chine, which remains unchanged." This was the only

official statement issued on the discussions.

8, On April 10, the President, at his regular news confersnce, vas asked
hov the Administration feels about trading by our partners, Japsn and Britain,
with Communist China, The President replied that "there has been a great deal
of talk about bringing more closely together the forbidden lists for Soviets
and for Chima, meny people maintaining that it is ridiculous to allow the Soviets,
and you might say European Communistic countries, to buy eertain things and to .
ber those from Chimm. So there has been a constant flow of staff work on that
problem, We, as you know, just have an erbarge; we don't deal with Cor munist
China." Then the President spoke sympathetically sbout the treading proolen of
Japan and said the British problem is not greatly differemt, He concluded:

' "So we mmst approach these things with intelligence and with a regard for our .
*  own future long-range welfare as well as some immediate direction or soms ivwe—

diste advantage that ve think we see." (END UNCLASSIFIED)

(CONFIDENTIAL) 9. On April 11, the President gave finel approval to im-
plementing the new U.S. pesition. A U.S. nagotiating position is being formlated.
Bilateral discussions with perticipating goverrments have begun, and & rreliminary
statement has been made in CHINCOM. The U.S. plans to imtroduce e proposal im
 CHINCOM sometime prior to May 7. It is impossible to predict when the CHINCOM
diseussions will be completed, Eventually there will probably be a CG meeting,

" but at present none has been set. (EW CONFIDENTIAL) -
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7" (UNCLASSIFIED) 10, Concerning “4rade with the Soviet bloc in Burope, the
.S. does not prohibit or object to peaceful trade, but aime only at preventing
free-world exports from contributing. to Soviet war-making ability. The U.S.,

as & defengive reasure, maintains seloctive coptrols over key strategic items,
‘and coordinates with other countries that do 1ikewise, Concerning the China . -
trade, the U.S. has a total embargo over its own 63 s and favors strong,
offective multilateral controls. (EM UNCLASSIFIED (Classified information’
ion this 1s in Part I.) C : L S

ok

III. SPECIAL POLITICAL CONSIDERATIONS |

(OFFICIAL USE ONLY) 11, The change of approach on mltilateral Chinas eon~
trols does pot mean that the U.S. has taken & more favorable attitude toward the
Chinese Communists. The chanre grows out of the urgent need of meking ad just~
ments in the rmultilateral control syetem w= as to take account of the gewmuins
economic and political problems of friendly trading natioms, It grows out of
the need to preserve an effectlve moltllateral control system., FLEASE NOTE!
Even though the U.S. has not publicly deflined its new approach to multilateral
trade controls, it should be possible te find opportunities to make clear that
we are m;t changing our oversll position toward Comminist China, (END OFFICIAL
USE ONLY '

(CONFIDENTIAL) 12. We should not assure that the differences that exist
between the U.S. and its allies over the Chima trade now will be eliminated
overnight. There may still be a lomg road aheund, with hard bargaining. Ve
must try to avoid statements that would wesken the bargaining position of our
delegation. It will not help at the berpaining teble, for exarple, i1t we tip
our hand prematurely in public, or reke statements that the other delegations
ean use against our delegation. Also we should avoid pinmpointing dates and - .
places of bilaterel and multilateral talke, (END CORFIDENTIAL)
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. U.S, PUBLIC POSITION

(OFFICIAL USE ONLY) 13. The recent staterents by the President and Lincoln
vhite are availsble for public use, as well as other unclassified parts of thir.
Policy Information Statement ae neceseary, and future official statements, Al=-
L though the following ia not prepared for formel issuance, it oontains a mmber
. of things that U.S. personnel mey say at their disecretion in explaining U.S.
policies: , _ H
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